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Introduction 
Traditionally, the funding relationship has been characterized by funders calling 
agencies to account for the efficiency with which they manage funds.   More recently, 
charitable foundations have called for improvements to the quality of evidence coming 
from their portfolios and an increase in their use of evidence before funding (e.g. NESTA 
2012).   
 
The commitment to evidence informed decision making reflects the broader appeal of 
the production of information to bring about the rational management of social 
problems (Tsoukas 1997).  It also signals a move towards more transparent decision 
making for these foundations, reflecting the enlightened values of rationality and 
seeming to step away from the political and religious values of their founders.    
 
Using material from the websites of a small group of charitable funders, we examine the 
move from the traditional role of funders in their relations with their grant holders, that 
of accounting for expenditure, to one of a greater engagement in supporting learning 
from projects.  We will discuss the barriers that they face in making this change by 
contrasting the production of accounts with that of knowledge. 
 
Firstly, let us consider the traditional role of funders in the research use process.  The 
model below is adapted from one used by the Canadian Health Services Research 
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In this model, we want to draw your attention to the lack of a reciprocal arrow from the 
funders to the decision makers.  The outcomes, ideas and knowledge that are 
generated, either by a piece of research or from the practical experience of delivering 
an intervention, are communicated to the decision makers directly by the delivery 
agencies, or through mediators such as think tanks or the media.  In this model, the role 
of funder is to administer the funds and to scope a programme that can be responded 
to by appropriate agencies.  They receive an account, the outputs, from their recipients 
of how the money has been spent.   
 
However, more recently some charitable foundations have wanted to take on a more 
pivotal role in these relationships. Not only do they expect to scope the programme, but 
also to evaluate the funded projects and promote their outcomes to the decision 
makers.  This quote below illustrates this new ambition:   
 
‘The Education Endowment Foundation (EEF) is an independent grant-making charity 
dedicated to breaking the link between family income and educational achievement, 
ensuring that children from all backgrounds can fulfil their potential and make the most 
of their talents.  
We aim to raise the attainment of children facing disadvantage by: 
 Identifying promising educational innovations that address the needs of disadvantaged 
children in primary and secondary schools in England; 
 Evaluating these innovations to extend and secure the evidence on what works and can 
be made to work at scale; 
 Encouraging schools, government, charities, and others to apply evidence and adopt 
innovations found to be effective.’ 
 (The Education Endowment Foundation, Sutton Trust 2013). 
 
 










However, this move from an accounting to a learning relationship has proved 
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challenging for funders (e.g. Marsh et al. 2008). Scholars have written about the 
disappointment of those advocating for greater accountability at the lack of transferable 
learning generated by accounting processes (Yang 2012, Graefe and Levesque 2010, 
O’Dwyer and Unerman 2008), despite the reformist promise of continuous 
improvement leading to change and innovation (Dubnick 2011, Yang 2012).    
 
In considering why there is this disappointment, we argue that funders face three major 
barriers to this move towards an evidence based culture. First, a learning culture 
requires acknowledgement of failure which risks damage to reputation; secondly, like 
any change it involves disruption of existing administrative practice; and finally 
accounting and learning have a shared language that confuses as terms, such as 
evaluation, have different meanings in the two contexts.   
 
Firstly we discuss accountability and its role in the funding context.  Then, taking the 
newer model as our guide, we outline the implications for the role of funder in evidence 
production.  We go on to explore how a relationship based on the notion of 
accountability creates barriers to learning.  We consider the problems that have been 
identified by scholars in the creation and transfer of knowledge from auditing processes 
to organizational practice, and their ideas for improvement.  We conclude by stating our 
own views on whether the new model of funding could become a reality.    
 
Accountability and the Funding Context 
 
Accountability is a slippery concept as a recent article complained, listing the synonyms 
commonly used in the literature: good governance, transparency, equity, democracy, 
efficiency, responsiveness, responsibility and integrity (Bovens 2010).  This chameleon 
like quality (Sinclair 1995) makes it difficult to research and collect empirical data about 
the phenomenon (Bovens 2010, Dubnick 2011).  How accountability is defined can also 
be affected by the discipline shaping the meaning.  For example auditors will emphasize 
numerical values, whilst philosophers consider it a branch of ethics (Sinclair 1995). 
 
However, following Yang’s work on reviewing accountability research (Yang 2012), we 
also adopt Bovens’ (2005) definition of accountability as ‘a social relationship in which 
an actor feels an obligation to explain and to justify his or her conduct to some 
significant other’ (p. 84).  In our context, we are particularly interested managerial 
accountability as described by Sinclair (1995).  She identifies three subtypes contained in 
this concept:  
1. Fiscal accountability: has the money been spent as expected? 
2. Process accountability: have agreed processes been deployed? 
3. Programme accountability: have outcomes or results been achieved? 
If we look at the questions framing a report to funders during and at the end of a grant, 
we can see these subtypes are represented in the questions.  For example the Trust for 
London asks in its reporting guidelines: what are the activities you have undertaken with 
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our funding to date? (process accountability); what are the anticipated outcomes you 
hope to achieve through this work and what progress have you made towards each of 
these outcomes? (programme accountability); are you spending the budget as planned? 
(fiscal accountability) (Trust for London 2013).  
  
Theories about inter-organizational relations, specifically agency, stewardship and 
institutional theory, all suggest the underlying need for accountability (Carman 2010).  
Agency theory frames accountability as a form of control exercised by funders to ensure 
that their agents (the funded organizations) put in the agreed level of effort to address a 
problem. Whilst stewardship theory suggests that both funder and agency have a 
shared mission to ‘do good’, and accounting for performance will improve the efficiency 
of the sector generally.  Finally, institutional theory conceives of accounting processes as 
part of normative practices, where funders are compelled to conform to conventions 
held by similar institutions in the field.  
 
The many definitions of accountability (Mulgan 2000) have allowed writers to discuss 
the different roles that it can play for organizations.  Some highlight its role in increasing 
democracy (Gibbon 2009) and good governance (Dubnick 2011), others call attention to 
its contribution to legitimacy (Black 2008, Lister 2003), and to its creation of identity 
(Black 2008, Ebrahim 2005b).  Funders draw on these ideas about accountability to 
present an account of themselves.   
 
Gibbon (2009), in her research on implementing a social accounting process in a small 
social enterprise, firmly locates accountability as a moral practice.  She presents the 
arguments of Bendall (2005) and Gray et al. (1996) that accountability contributes to ‘a 
more justly organized and better informed democracy’.  This is achieved through 
meaningful participation of communities in the decisions and processes of the 
organizations that affect them.  Social accounting has come out of the corporate social 
responsibility agenda (Gray et al. 1991) where organizations are supported through a 
formal framework to give an account, (non financial), to the communities they affect.   
 
For funders, like private companies, their social account is contained in their annual 
report, where they present their claim to public benefit in order to justify their tax 
allowances. 
   
“The information about the impact of our grants and activities will also become a key 
part of the way in which we fulfill the legal duty placed on all charities to report on the 
benefit they provide to the public. The Foundation as a charity benefits from a reduced 
tax bill, which is why we report as fully as possible on how we deliver public benefit. 
Though the attribution of cause and effect for grant-making foundations is a challenging 
area, our work this year will provide the most detailed picture to date of our overall 




We note in this extract from this recent annual report that impact reporting has become 
a key feature of accounting to others about public benefit.  This foundation implies 
through the phrase ‘the attribution of cause and effect’ an agenda that also focuses on 
the generation of evidence.  Funders may adopt the stance of supporting knowledge 
creation as it aligns the organization with governmental rhetoric and strategy, and thus 
legitimizes their own activities (Motion and Leitch 2009).    Accountability may improve 
their standing in public policy networks, which may dismiss or downgrade input from 
funders as unaccountable and undemocratic (Weinryb 2009). 
 
Transparency and responsiveness can increase an organization’s legitimacy to act in 
policy arenas (Black 2008) and so provide the justification for the participation in the 
policy process (Nelson 1997).   Accountability can establish the representativeness and 
experience of organizations, as Lister (2003) discusses, and give them the legitimacy to 
reduce the distance between policy and practice actors.  In the example below, a funder 
makes the connection between their work with local communities and their ability to 
influence publics and governments: 
 
‘The Trust describes its approach as ‘Funder Plus’ and aims to bridge the divide between 
local communities and policymakers.…The Trust provides opportunities for grantees to 
influence policy makers and also for them to come together and share learning. The 
Trust also funds research which aims to influence public policy and practice in order to 
secure better conditions for beneficiaries.’ (Barrow Cadbury Trust 2011) 
 
We note that in the final sentence of this extract, the funder mentions ‘research’ as an 
explicit mechanism to bring the two parties together to achieve its charitable aims.  
 
To shape identity, organizations construct and present a narrative of past events or 
actions in their accounts. Black (2008) explains that narratives are created by 
organizations to influence opinions of their activities and performance, but the 
narratives do not form their norms or practices.  Rather, accounts both shape the 
identity of the accounting organization and the authority to which the account is given. 
Accountability may thus result in a symbolic exchange of information, designed to 
enhance the reputation of both the giver and receiver (McNulty 2012).   
This may lead funders to establish with their grant holders a ‘narrative of success’ 
(Ebrahim 2005b).  As we can see below in a description of a particular type of funding, 
impact investment, the assumption is one of success, both social and financial.  This text 
establishes the funder as one concerned only with positive impact, and sets up the 
reporting task as one which describes achievement.   
‘Nesta is involved in impact investment because of its growing importance in financing 
social innovations so that they can grow and maximise their impact. 
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Our definition of impact investment is: 
Impact investment is investment with the primary goal of achieving positive outcomes 
for individuals, communities or society as a whole, and with a secondary goal of 
achieving financial returns for investors. 
Investment is needed to fund the creation of new innovations, to support their 
development and testing and to scale up those innovations that work. This is as true of 
innovation that seeks to achieve social impact as it is of those motivated by creating 
financial value. 
There is also growing experimentation around the world with innovations in financial 
mechanisms as a means of supporting the improvement of social outcomes.’ (NESTA 
2013)  
As in the earlier two examples, the notion of learning is indicated by the words, 
‘experimentation’ and ‘testing’.  These three foundations are consciously making the 
link between learning and accountability, combining ideas of democracy, 
representativeness and experimentation with their social mission to respond to 
society’s ills.  Graefe and Levesque (2010) bring together the notion of learning and 
accountability by suggesting that reporting can lead to better policy through the sharing 
of best practice, and that the ongoing citizen monitoring of outcomes will encourage 
innovation and productivity.    
 
So the claim is made for accounting relationships that they can encompass learning and 
knowledge production also.  Let us examine our new model of the funders’ role in 
evidence production, to see how that task alters the outputs of the funder and reports 
of the delivery agencies.   
 
New Model: A Pivotal Role in Knowledge Production 
 
In this new role in knowledge production, some key tasks emerge.  Firstly, if new 
knowledge is to be produced, then it must be framed by research questions (Sandberg 
and Alvesson 2011).  Once the focus of the research has been decided on and expressed 
in the questions, then the kind of knowledge that is to be produced by the research and 
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We can see some problems that are particular for funders, used to an accounting role, in 
these tasks.  Firstly the creation of researchable questions, or in this context setting the 
grant programme scope, can be the most difficult part of grant making.  The advice from 
academic textbooks on creating research questions suggest the identification of topic, 
domain, the populations and type of question, as well as possibly the consideration of 
contextual issues (e.g. Easterby-Smith et al. 2002).  This will seem too academic for the 
practical concerns of funding, but without some mechanism for defining the area of 
inquiry, it is less likely that the research will provide interesting and useful material 
(Sandberg and Alvesson 2011).  This need to identify researchable questions will be 
hampered by the funders’ practice of setting broad programme aims to meet their 
public benefit obligations.  A narrower focus may contradict their values of inclusivity. 
 
‘1. Investing in inclusive innovations: the product/service innovation has the potential to 
address one or more of our target outcomes, for all those in the UK population for whom 
the outcome is relevant (the target population); 
2. Accessibility: the business plan for the venture contains a credible long–term strategy 
to distribute the product/service to all segments of the target population and does not 
exclude any segment from the opportunity to benefit from the product/service…’ (Puttick 
and Ludlow 2011) 
 
In the objectives of a funding programme here, we can see a dilemma.  The stress on 
inclusivity as well as innovation creates a tension for the organisation.  The research 
questions needed to produce new knowledge may prevent wide application, at least 
initially, whilst the notion of innovation suggests the early, experimental stages of an 
idea.   
 
Moving on to the issue of the evidence produced, what kind of knowledge influences 
policy makers and practitioners?  Useful information for these actors will include 
descriptions of the context, as well as details of implementation, including the barriers 
and levers to the completion of the project (Arai et al. 2005).   For evidence to be used 
in a policy arena, an appreciation of the political context will also be important, and 
includes an understanding of the beliefs, values and ideologies of the audience (Nutley 
et al. 2007).   
 
Pearson (2010) describes three kinds of validity that are important in the policy making 
process, namely internal validity (the quality of research itself), external validity 
(whether the findings can be used in other contexts and with other segments of the 
population) and construct validity (the reasons for change that can be used to make  
inferences to other samples and situations).  This last may be the most important for 
policy makers, linking to their values and enabling rhetorical debate that is necessary for 




Most importantly, organizations need knowledge from evaluations and research that 
supports decision making and judgment (Tsoukas and Vladimirou 2001, Argyris 1976). 
This kind of knowledge is characterized by explicit explanation of the context and theory 
of any case report.   
 
There is a great deal of potential information to be gained from investigating the social 
interventions that charitable foundations fund.  However, we argue that the nature of 
the relationship between funders and grant holders prevents the realization of that 
ambition.   
 
How do accounting relationships prevent the creation of useful evidence? 
 
We use some extracts from the reflections from a manager who developed a funding 
programme to produce evidence in order to illustrate some of the problems we identify 
(Marsh et al. 2008). 
 
The first barrier we want to discuss is the risky nature of knowledge development.    
 
‘Grant holders and applicants remain reluctant to talk about problems or failure; much 
of the work of the team has been about reassuring projects that any feedback is valuable 
and does not reflect on the quality of their practice or their effectiveness as an 
organisation.’ (Marsh et al. 2008) 
 
This quote from the funder shows the difficulty in supporting practitioners to be open 
about failure.  One can understand this reaction from the grant holders because in 
relations based on the notion of accountability, the account giving party’s role is to 
justify and defend their behavior.  Admitting to failure or problems may be seen as 
breaking a promise, with the additional feelings of guilt that brings (Roberts 2009). 
In a more experimental programme, there is a strong likelihood that projects will fail, 
bringing with them the threat of damage to the funders’ reputation.  Looking back at 
theories of inter-organizational relations, stewardship theory hints at the danger of 
collusion, with each organization mutually shaping each other’s identity (Roberts 2009) 
and reinforcing the other’s narrative of success (Ebrahim 2005)  
 
Ebrahim (2005b) in his study of the relationship between funders and the agencies they 
fund identified the ‘information struggles’ between them.  He described the contract 
between the organizations as an exchange of economic capital (funds) for symbolic 
capital (reputation, status and authority).  He explains that the products of monitoring 
processes are ones where success can be shown unambiguously; whilst the process 
information may be open to greater interpretation.  Ebrahim argues that the 
relationship between the two sides is much more interdependent than seems apparent 
at first glance.  The damage of a failed project affects not only the agency but the funder 




This capital exchange is endogenous in nature, as the funder ‘buys’ the information to 
be reassured of success and so this act of exchange becomes an end in itself.  Examples 
of this can be seen on most funders’ webpages where only success stories are presented 
(e.g. Comic Relief 2013). The legitimizing function of account giving may be more about 
the organization defending itself against further action or interference from outsiders, 
such as funders. There are disincentives to using evaluations instrumentally, including 
beliefs that evaluations will incur personal disadvantage as individuals may lose status 
and influence (McNulty 2012).   
 
Information for use, however, supposes action based on knowledge of context and 
theory.  This information is used to exercise judgment on the part of organizational 
actors (Bell 1999, Tsoukas and Vladimirou 2001).  When all projects are reported as 
successful, comparisons become impossible.  Funders, policy makers and practitioners 
cannot make decisions and judgments on the basis of the information presented.  
Therefore the reports are not useful to them. 
 
The second problem is the change in the purpose of the relationship in the new model 
and affect it has on understood and established routines.   
 
‘Organisations have a good understanding of what funders normally want, and are used 
to application and management processes. We underestimated the strength of that 
understanding and associated assumptions, and need to acknowledge that there has 
been an unwillingness to trust different messages.’  (Marsh et al. 2008) 
 
In changing routines, this funder discovered a resistance from grant holders, based on 
the unfamiliarity with the terms of engagement.   
  
As institutional theory suggests, the legitimacy that organizations seek depends on 
conformity with dominant discourses, created with others in their discipline.  This 
conformity extends to the structures and practices making up core relationships, here, 
the nature of information sought from funded groups and contact between the funder 
and its grant holders.  For charitable foundations, the main governance task is to 
account for expenditure rather than to generate evidence.  Hallam (2011) finds that 
agencies do not expect to learn from evaluations that are commissioned for 
accountability reasons. 
 
The administrative tools available to foundations enable control of a diverse group of 
projects, and thus facilitate the management of a broad range of projects that result 
from an unspecified programme.  In contrast, projects with explicit learning objectives 
will be designed with a method picked to produce the answers to specific questions 
(Crotty 1998).  Thus the move to a learning culture necessitates the rethinking of routine 
practices, and brings with it disruption to the relations between the funder and the 




Lastly, there is a problem with language since accountability in the form of impact 
assessment uses terms associated with research.  
 
‘The way in which people have responded to questions in the proposal and application 
forms indicates that they tend to equate ‘learning’ and ‘evaluation’ with monitoring 
their project activities rather than improving their knowledge and capabilities for project 
development and other future work.’ (Marsh et al. 2008) 
 
Here the confusion of language made it difficult for the funder to explain what it 
wanted.   
 
The problem, identified by Tsoukas (1997), is one of knowledge management which has 
come to mean the management of information rather than development of meaning.  
More information suggests that social problems can be managed rationally, enabling a 
greater sense of control.    
 
As agency theory implies, accountability processes involve control by the funder to 
ensure compliance with a contract. Underlying this aspect of accountability is a desire to 
increase social trust between organizations (Strathern 2000, O’Neill 2006, Tsoukas 
1997). Transparency and visibility are the means through which control is achieved.  
However, the technologies of transparency abstract and de-contextualize, in order to 
create administrative procedures which distance us from the reality of delivery 
(Strathern 2000, Tsoukas 1997), but allow oversight over a wide spectrum of projects. 
The things that are measured come to stand in for the phenomena themselves, and thus 
we lose our sense of meaning and reference (Tsoukas 1997).   
 
The types of knowledge needed by practitioners and policy makers as outlined by 
Pearson (2010) and Arai et al. (2005), would not be delivered by reports written for 
these administrative purposes.  Contextual and theoretical information, stripped out by 
accountability processes, are crucial to informing decision making.   Simple output data 
without analysis, such as the number of clients seen during a grant period, could not be 
considered useful for other people.   
 
As we can see in the extract below, from a document produced for prospective 
applicants to a grant programme, the funder seems to equate research with information 
management, reflecting a concern more with data than meaning:  
 
‘At NESTA we are doing work to innovate with research methodologies themselves.  
There is a need for new tools and methods to be developed that enable data capture to 
be agile and low cost, but without compromising on rigour and quality.’ (Puttick and 
Ludlow 2012) 
 
Apparently they wish to improve their administration processes, cheaply so that they 
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are not accused by stakeholders of denying money to good causes, and for use across a 
range of projects and contexts so they can apply one system universally.  Although the 
language used implies a research or experimental orientation, we can see the funder is 
not straying from its usual administrative practice.   
 
By contrast, the abstraction process in research as practiced in measurement 
procedures, for example, is used, partly, to apply learning to other contexts (Tsoukas 
and Vladimirou 2001).  However this abstracting action employs the same terms, such 
as theory, measurement and evaluation, in both contexts.    
 
In the reporting guidelines from the Trust for London (2013), they also asked for 
information about learning and problems from the practitioners in their funded 
projects.  Although this is an indication of the interest in these matters, it is may not 
enough to add some questions to a report format, understood and used as an account 
giving mechanism.   
 
What have others said about accountability and learning? 
 
Yang identifies the lack of ‘actionable knowledge’, i.e. knowledge that prescribes how 
managers should act, (Argyris 2003), as the main problem for accountability in relation 
to learning.   Since account giving is structured to report on the past, it does not inform 
before the fact, and does not attempt to predict the future.  It reproduces the status 
quo, rather than exploring other avenues for action (Roberts 2009).  This focus on the 
past means that reports commissioned for accountability cannot support managers in 
decision making.  His remedy is a greater focus on theory. 
 
O’Dwyer and Unerman (2008) believe that rather than accountability in itself presenting 
a barrier, the lack of learning is due to the wrong type of accountability being employed.  
They distinguish two types: hierarchical and holistic.  Hierarchical accounting denies 
scope for learning as it is a form of external oversight and encourages justifications for 
actions.  Holistic accountability, however, uses a variety of methods to identify the long 
term achievement of the organization’s mission, and its impact on structural change.  
  
Likewise Roberts (2009) discusses O’Neill’s (2006) idea of ‘intelligent accountability’ as a 
corrective to transparency as accountability.  This type of accounting involves active 
enquiry and interactive exploration, and moves away from the narcissistic endeavor of 
protecting oneself, to an appreciation of interdependence and responsibility for ‘the 
other’.   It extends over time, thereby decreasing the likelihood of performance 
manipulation whilst revealing the greater complexities that underlie performance.   
 
Graefe and Levesque (2010) point to the confusion surrounding the two roles of reports 
to funders: that of reassurance that the money is being spent wisely, and enabling 
learning among practitioners and between funders and practitioners.  For them, the 
accounting process promises that learning is connected to it through the sharing of best 
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practice.  However, they find that the reports are of little use and pinpoint the problem 
as one of the wrong type of data (outputs not outcomes) and thinness of reporting.  
They suggest more reporting of the detail.   
 
Ebrahim (2003) identifies the resource dependency of nonprofit organizations as the 
problem. This restriction obliges them to focus on the information needs of their 
patrons, rather than providing the communities they serve with an account of their 
activities.  He characterizes this as upward accountability.  This accountability is short 
term and concentrates on discrete outputs.  He argues for a longer view of change and a 
more sophisticated understanding of the power relationships that govern account 
giving, to enable greater learning in organizations.   
 
However, none of these prescriptions alter the fundamental aspect of accountability as 
a relational endeavor (Bovens 2005), concerning the development or the defense of 
one’s identity and the shaping of the identity of the other.  Whilst these scholars suggest 
that it is possible to adjust the process so that it enables learning, we doubt that 
accounting mechanisms will deliver new knowledge to support social change.   
 
The knowledge and expertise of charitable foundations is traditionally based on the 
technologies of accountability, thus it is impossible for conventional funders to produce 
evidence that influences change.  In future research, we will test this by examining the 
efforts of foundations, who have publicly committed to using and developing evidence 





‘Accountability myopia’ (Ebrahim 2005a) hampers funders in their desire to use 
knowledge to affect social change.   We see there are three main barriers to their 
success.  The need to control assumes that all interventions will be successful, including 
the programmes of the funders’ themselves.  The management processes and reports 
from the funded create a narrative of success, so that it is impossible to judge whether 
interventions have succeeded or failed from this information.  Further, the endogenous 
nature of the accountability relationship increases the likelihood of collusion between 
the two parties, to maintain the reputation of each other, and reduces the opportunities 
to produce knowledge that supports judgment and decision making.  Fear of 
acknowledging failure and thus damaging the funders’ and the funded agencies’  
reputation limits their ability to learn from grants.   
 
Secondly, the bureaucratic practices of funders use abstracting processes to produce 
performance indicators as an administrative convenience to control their contracts.  
These same processes cannot deliver learning as they de-contextualise and render a-
theoretical the practice they are funding (Ebrahim 2005b).  To produce learning, funders 




Lastly, the borrowed language of learning may suggest that innovation and change could 
be expected from the accounting process; indeed some may mistake the development 
of learning as its main aim.  On the one hand, this scientific turn adds credibility to 
account giving, but on the other hand misdirects observers into believing that 
accountability offers more than the legitimizing process that it has been created for.  
Funders, therefore, may believe that there is no need to change their practice.     
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